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Message Text 

UNCLASSIFIED 

PAGE 01 MADRID 08795 311633Z 
ACTION L-03 

INFO OCT-01 EUR- 1 2 ISO-OO EB-08 CIAE-00 COME-OO 
DODE-OO DOTE-OO FMC-02 INR-10 NSAE-00 CG-00 
DLOS-09 OES-09 JUSE-00 CTME-00 OMB-01 TRSE-00 
FAA-00 ICA-20 /075 W 

025011 311701Z/46 

P 311632Z JUL 78 

FM AMEMBASSY MADRID 

TO SECSTATE WASHDC PRIORITY 5557 

UNCLAS MADRID 08795 

E.O.l 1652:N/A 
TAGS: ETRN, SP 

SUB J : SPANISH TAXATION OF FOREIGN FLAG INSTRUMENTS 
OF COMMERCE 

REF: STATE 191803 

1 . SPAIN DOES NOT NORMALLY TAX FOREIGN FLAG INSTRUMENTS 
OF COMMERCE. AN EXCEPTION CAN OCCUR IF THE FOREIGN 
TRANSPORT FIRM HAS AN OFFICE IN SPAIN AND ALSO HAS ITS 
HEAD OFFICE IN A FOREIGN COUNTRY WITH WHICH SPAIN DOES 
NOT HAVE A BILATERAL TAX TREATY (FOR EXAMPLE, THE UNITED 
STATES). IN SUCH A CASE THE FOREIGN FIRM'S LOCAL OFFICE 
CAN BE ASSESSED CORPORATE INCOME TAX AND A CASCADE-TYPE 
BUSINESS TAX, AS WELL AS A MODEST LICENSING FEE. 

PROPERTY TAX ISSUES DO NOT ARISE BECAUSE SPAIN AND ITS 
POLITICAL SUBDIVISIONS DO NOT LEVY PROPERTY TAXES ON 
DOMESTIC OR FOREIGN CORPORATIONS. 

2. ADDITIONAL INFORMATION BY MODE OF TRANSPORT: 

- SHIPPING AND AIRLINES. CONTAINERS OWNED AND USED BY 
FOREIGN CARRIERS ARE NOT SUBJECT TO TAXATION OR FEES. 

HOWEVER, IF THE FOREIGN-OWNED CONTAINERS ARE USED IN 
DOMESTIC COMMERCE BY ANOTHER CORPORATION, THIS SECOND 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 MADRID 08795 311633Z 

CORPORATION IS REQUIRED TO PAY BUSINESS AND INCOME TAXES 
ON THE REVENUE GENERATED. 

- ROAD TRANSPORT. FOREIGN FLAG TRUCKS PAY NO ROAD OR 
LICENSING TAXES. 

- RAIL TRANSPORT. NO TAXES LEVIED. TODMAN 
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